Environmental Protection Agency 2021 Targeted Airshed Grant Program
EPA-OAR-OAQPS-21-03

Agricultural Tractor Replacement Program

W San Joaquin Valley

AIR POLLUTION CONTROL DISTRICT

San Joaquin Valley Unified Air Pollution Control District
1990 E. Gettysburg Ave
Fresno, CA 93726

Contact:
Ryan Delmanowski
Strategy & Incentives (SI), Supervisor
Phone: (559) 230-6068
Fax: (559) 230-6112
Email: ryan.delmanowski @ valleyair.org
DUNS Number: 786808394

Eligible Entity: As defined by the California Health and Safety Code §40600, the San Joaquin Valley
Unified Air Pollution Control District (District) is a Special District formed by the counties of Fresno,
Kings, Madera, Merced, San Joaquin, Stanislaus, Tulare and the portion of Kern county that is within the
San Joaquin Valley (Valley) Air Basin with the primary purpose of controlling air pollution.

Budget Summary:

. Voluntary Cost | Mandatory Cost | Total Project
EPA Funding Share Share Cost
$8,000,000.00 $12,000,000.00 $10,500,000.00 $30,500,000.00

Project Period: Project anticipated start date: November 1, 2021
Project to end not later than: October 31, 2026

Project Description: The District is requesting $8,000,000.00 from the EPA to assist in the development
and implementation of a program to replace 210 agricultural off-road diesel tractors.

Project Location: Vehicles operate in and emission benefits are realized in the San Joaquin Valley Air

Basin, which is made up of eight counties in California’s Central Valley: San Joaquin, Stanislaus,
Merced, Madera, Fresno, Kings, Tulare and the San Joaquin Valley Air Basin portion of Kern.
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PROJECT NARRATIVE WORK-PLAN

The San Joaquin Valley has been identified as the most polluted area in the United States relative to the
annual average fine particulate matter (PM2.5) standard of 12.0 micrograms per cubic meter and the third
most polluted area relative to the 24-hour fine particulate matter (PM»5) National Ambient Air Quality
Standards (NAAQS) annual standard based on 2017-2019 air quality measurements. Given the fact that
Congress has again directed EPA to make funds available for competitive grants under the Consolidated
Appropriations Act, 2021 to reduce air pollution in nonattainment areas that the Agency determines are
ranked as the top five most polluted areas relative to the ozone, annual PM2.5, or 24-hour PM2.5
standards, the San Joaquin Valley Unified Air Pollution Control District (District), having State
Implementation Plan (SIP) responsibilities for the San Joaquin Valley as a non-attainment area and being
in receipt of a continuing air program grant under Sections 103 and 105 of the Federal Clean Air Act, is
eligible to apply for funding from the Targeted Air Shed Grant Program. The District is requesting
$8,000,000.00 from the EPA for the implementation of an agricultural off-road tractor replacement
program that can be replicated in other jurisdictions across the United States.

Section 1 — Project Summary and Approach

A. Detailed Project Summary

The District is requesting $8,000,000.00 to assist in the replacement of an estimated 210 self-propelled
Tier O, Tier 1, or Tier 2 off-road diesel agricultural tractors (tractors) with new tractors. The District will
target tractors that operate in close proximity to agricultural-based communities within the San Joaquin
Valley. These communities are predominantly populated by low-income minority families, which also
make up many of the environmental justice communities within the District’s jurisdictional boundaries.
Development and implementation of this program in the San Joaquin Valley will reduce diesel emissions
associated with the agricultural industry and improve the quality of life within rural farming communities.

The District will require the purchase of the cleanest available technology, which meets the Tier 4
emission standard. Such tractors are used throughout the San Joaquin Valley as part of normal daily
agricultural operations. Both old and new tractors must reside and spend 100 percent of its operational
time within the District’s jurisdictional boundaries for the life of the project. The District requires that the
old tractor and engine be permanently rendered inoperable by a dismantler that is under contract with the
District to ensure that emissions reductions are realized.

Current (Old) Equipment Disposal Requirements

1. The current equipment and its engine must be destroyed within 60 days of being replaced, as
determined from the invoiced date of the new equipment. The participant must transfer the
current equipment and its engine for permanent destruction to a District approved dismantler
within 30 days of receiving/purchasing the new equipment, as determined from the invoiced date
of the new equipment.

2. The participant is responsible for ensuring the current equipment and its engine are submitted to
the dismantling facility in a timely manner to allow the dismantler ample time to properly destroy
the equipment and engine within the 60 day time frame. The participant is responsible for
coordinating the destruction efforts with the dismantler.

3. Upon transfer of the current equipment and its engine, the participant must obtain an acceptable
receipt from the dismantler as described in the program specific Payment Procedures document.

4. The District approved dismantler has 30 days from the transfer date, as determined from the date
on the receipt provided to participant, to properly destroy the current equipment and its engine.
The current equipment will, at a minimum, be rendered permanently inoperable by puncturing a

Page 2 of 15



significantly sized hole with serrated and uneven edges in the transmission casing and the axle
housing. The engine block will be punctured with a minimum six-inch serrated, uneven hole
which should include a portion of the oil pan rail.

5. The dismantler is required to provide the participant a completed, signed District Certificate of
Destruction form indicating the date the dismantling facility received the old equipment and its
engine. The District Certificate of Destruction form must include all necessary information as
required by the dismantler’s agreement with the District.

Once the current equipment and its engine have been properly destroyed, the dismantler will notify the
District to schedule an on-site post-inspection of the current equipment and engine.

The destruction of the old equipment and its engine by the participant will render the project
ineligible for funding. Funding is not available for the salvage of any existing equipment. The existing
equipment salvage value will be negotiated between the participant and the dismantler.

The District holds the participant and dismantler responsible to ensure the disabled equipment and engine
do not return to service. If the disabled equipment and/or engine is/are found to be operational at any
time after the post-monitoring inspection, the participant and/or dismantler will be subject to enforcement
action by the District, including repayment of incentive funds, civil penalties, and any other legal action
deemed appropriate.

If approved for funding, the District Governing Board will accept the EPA funds and use the established
applications and guidelines from the District’s highly successful Agricultural Tractor Replacement
Program which was developed by the District to assist farmers in trading in their old Tier O, Tier 1 or Tier
2 tractor for a new cleanest available tractor, which meets the Tier 4 emission standard. The projects will
be entered into a comprehensive database which will initiate the inspection of the old tractors. The
inspection process will follow the District’s existing monitoring and reporting program already in place,
which includes a pre-inspection, post-inspection, annual reporting, and auditing of select equipment
funded. The process also includes remedies, including legal actions, to recoup funds for any projects that
do not meet reporting or other contractual requirements. The pre-inspection process includes, at a
minimum, visual and photographic documentation of the serial number of the existing engine, verifying
the information in the proposal about the existing engine (make, model, model year, and horsepower),
operational status, and verification of geographic location.

Upon verification of the tractor information, the District staff will enter into an agreement with the
participant for the project. The agreement will indicate the amount of funding the participant is to
receive, the timeline for completing each phase of the project, and reporting requirements. When an
agreement is executed, the participant will be sent a project completion and implementation packet, which
will include the agreement terms and conditions, a copy of the executed agreement, the payment
procedures document, and a project summary. The payment procedures document includes forms and
specific step-by-step instructions for the completion of the claim-for-payment packet, including a list of
all forms and documents that must be submitted as part of the claim-for-payment packet in order for the
participant to receive payment.

After the replacement tractor has been purchased and the old tractor has been permanently rendered
inoperable, the participant will complete and return the claim-for-payment packet that was provided with
the executed agreement along with all required documentation as outlined in the payment procedures.

Once District staff deems the claim-for-payment packet complete, a post-inspection will be scheduled to
ensure that the old equipment has been professionally dismantled and scrapped and that its associated
materials are disposed of in an environmentally acceptable manner (in accordance with any applicable
federal, state, or local laws, regulations, or requirements) by taking specific post-dismantling photographs
and submitting certifying documentation as to the dismantling. Documentation will be available to the
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EPA or its designee to support ongoing program evaluations or audits as necessary. The replacement
tractor will be inspected to ensure that it meets the criteria set forth in the agreement between the District
and the participant. After all information is verified, the completed claim-for-payment will be sent for
payment and a check will be issued to the party named in the agreement.

All participants will be required, by the terms of the agreement, to submit an annual report for the project.
An annual report will be required each year on the anniversary of the invoice purchase date of the new
tractor for ten years and will help to ensure the emission reductions reported are true and accurate. This
accountability will ensure ongoing emission reductions. All annual reports shall be retained by the
District for a minimum of three years after the end of the agreement. Annual report forms will be
automatically generated from the District’s database and mailed to the participant. Submitted annual
reports will be processed by staff and entered into the database.

The District will audit a statistically-significant number of the projects, as well as those that fail to report
annually or otherwise fail to meet agreement requirements. The audit is completed by the District staff
and reviewed by a senior staff member. Projects selected, by the methods stated above, receive an audit
site inspection in order to verify performance expectations as outlined in the executed agreement.
Additionally, staff will verify the accuracy of all calculations and confirm that the project information
contained in the hard copies of the proposal matches the database. The audit will verify that the tractor
paid for is operating in the same location and meets the usage indicated on the executed agreement. This
will be completed by checking the serial number of the engine, witnessing the engine operate, and
checking the odometer, hour meter/usage device, fuel receipts, or global positioning system (GPS), if
applicable.

The majority of diesel powered equipment is currently regulated, however, off-road agricultural tractors
are not regulated, making them a large contributor to the emissions produced by agricultural activities.
Due to agricultural tractors being unregulated, the most viable strategy for reducing emissions in this
sector is incentivizing the replacement of old, outdated tractors with new tractors that have the cleanest
available technology. By incentivizing the replacement of old tractors, farmers who would normally not
be interested in replacing an old tractor are now more inclined to replace it with a new tractor. These new
tractors generally contain engines that have the cleanest available technology and meet Tier 4 emission
standards, which are the most stringent emission standards for diesel engines. By replacing old tractors
with new tractors that have the cleanest available technology, this program will play a significant role in
achieving ongoing emission reductions. This is supported by the emission inventory for the San Joaquin
Valley Air Basin (detailed below) which projects significant emission reductions from farm equipment in
the future.

B. Emissions Inventory

The California Air Resources Board (CARB) and San Joaquin Valley Unified Air Pollution Control
District (District) have developed a comprehensive, accurate, and current emissions inventory consistent
with the requirements set forth in Section 182(a)(1) of the federal Clean Air Act in order to assist in
achieving projected emissions for the nonattainment area and key source categories. CARB and District
staff conducted a thorough review of the inventory to ensure that the emission estimates reflect accurate
emission reports for point sources, and that estimates for mobile and area-wide sources are based on the
most recent models and methodologies. Staff also reviewed the growth profiles for point and area wide
source categories, and updated them as necessary to ensure that the emission projections are based on data
that reflect historical trends, current conditions, and recent economic and demographic forecasts.

The emission inventories for the San Joaquin Valley Air Basin can be found in Appendix B of the
publicly available 2018 Plan for the 1997, 2006, and 2012 PM 2.5 Standard at
https://www.valleyair.org/pmplans/documents/2018/pm-plan-adopted/B.pdf. The base year and reference
year modeling for this 2018 PMas Plan is 2013, a projected base year based on the initial 2012 inventory
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data. CARB selected 2012 as the base year to maintain consistency across the various plans being

developed in the state.

Many large farms are located in the rural areas between the largest cities and small communities in the
San Joaquin Valley. Interstate 5 and State Highway 99 connect the cities and cut through farmland to
form two major transportation corridors that allow for the transportation of agricultural products. In
addition to mobile agricultural tractors, farms also operate stationary diesel engines for activities such as
crop irrigation. However, while stationary diesel engines are regulated, mobile agricultural tractors are
not, making them a large contributor to the emissions produced by agricultural activities. Many of the
farms in the San Joaquin Valley are still operating tractors that are 25 or more years old and have engines

that do not have any emissions control on them. This unregulated sector of the agricultural farm

equipment produces an estimated 876 tons of PM»sand 15,136.55 tons of NOx a year, which directly
contributes to the overall health risks to the communities surrounding the farms. The following table
shows the major agricultural related diesel sources in the San Joaquin Valley and the tons of emissions

they produce each day:
Source ROG (6{0) NOx PM:z;s PM
(tons/day) (tons/day) (tons/day) | (tons/day) | (tons/day)

Food and Agricultural Processing 0.64 6.04 5.62 0.50 0.51
Food and Agriculture 12.01 0.00 0.00 0.89 3.96
Farming Operations 95.96 0.00 0.00 13.23 88.86
Farm Equipment 7.20 44.54 41.47 2.40 2.62
Total from Ag Related Emissions 115.81 50.58 47.09 17.02 95.94

Source: District’s 2018 Plan for the 1997, 2006, and 2012 PM?2.5 Standards

C. Consideration of Other Activities

The District will require the purchase of the cleanest available technology, which meets the Tier 4
emission standard. Such tractors are used throughout the San Joaquin Valley as part of normal daily

agricultural operations.

Due to agricultural tractors being unregulated, the most viable strategy for reducing emissions in this
sector is incentivizing the replacement of old, outdated tractors with new tractors that have the cleanest
available technology. By incentivizing the replacement of old tractors, farmers who would normally not
be interested in replacing an old tractor are now more inclined to replace it with a new tractor. These new
tractors contain engines that have the cleanest available technology and meet Tier 4 emission standards.
As a result, this program supports the lowest feasible emission activities for this sector.

D. Progress Towards Attainment

The challenge of Particulate Matter (PM,s5) National Ambient Air Quality Standards attainment in the
Valley is grounded in the unique topographical and meteorological conditions found in the region. The
Valley is an inter-mountain valley encompassing nearly 25,000 square miles. Surrounded by mountain
ranges to the west, east, and south, the air flow through the Valley can be blocked, leading to severely
constrained dispersion. During the winter, high-pressure systems can cause the atmosphere to become
stagnant for longer periods of time, where wind flow is calm and air movement is minimal. These
stagnant weather systems can also cause severe nighttime temperature inversions, which exacerbate the
build-up of Ozone & PM, s and related precursors, both beneath and above the evening inversion layer.

This project will assist with the District’s mission to improve the health and quality of life for all Valley
residents through efficient, effective and entrepreneurial air quality management strategies by reducing
off-road emissions under the mobile sources emission category and help make progress toward attainment
of the San Joaquin Valley. Emissions inventories are one of the fundamental building blocks in the
development of the District’s State Implementation Plan (SIP or Plan). By replacing approximately 210
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tractors, this project will reduce exposure to directly emitted PM, s in these highly vulnerable
environmental justice (EJ) communities with an anticipated annual health benefit of $18,000,000.00 in the
form of reduced health care costs, missed days of school and work, and reduced mortality from air
pollution, as calculated by the Diesel Emission Quantifier (DEQ). To estimate the emission reductions
from the proposed program, District staff utilized the DEQ. As calculated by the DEQ, District staff
estimates that 11.31 tons per year of PM s will be reduced through the successful implementation of this
program, with the lifetime reductions resulting in a total of 113.10 tons of PM, 5 being reduced.

E. Roles and Responsibilities

The District will serve as the program administrator for this program and oversee all phases of the project.
The phases of the project will include the following:

® Processing of the tractors selected for funding including, but not limited to, data entry into
the database, pre-inspection of the tractors, and information verification.

® Issuing agreements between the District and participant as to the terms of the program and
role of parties involved.

® Processing the Claims-for-Payment and issuing reimbursement to the participant.
®  Submitting reimbursement requests to EPA.

® Tracking annual reports to ensure program success and accuracy of the reductions reported.
Meeting all Federal reporting requirements

The District has also utilized both the Citizens Advisory Committee (CAC) and Environmental Justice
Advisory Group (EJAG) to discuss the issues of diesel pollution from agricultural off-road tractors and to
receive feedback on ways to make the District’s grant program efficient and effective in reducing these
pollutants. Continuing with the District’s commitment for community involvement, this proposed
program for replacing agricultural off-road tractors was presented to the EJAG meeting and received full
support. The District will continue to utilize these community partners to ensure that the program
achieves the greatest emission benefits to the affected communities.

Section 2 — Environmental Justice

A. Environmental Justice Issues and Environmental Health Disparities

This program will target tractors that operate in close proximity to agricultural-based communities within
the San Joaquin Valley. Such communities are the backbone of the San Joaquin Valley’s agricultural
industry, providing farm labor necessary for crop production. These communities, however, are
predominantly populated by low-income minority families, which also make up many of the
environmental justice communities within the District’s jurisdictional boundaries. The EJ concerns in the
Valley are significant, due to the combination of high poverty rates and the high susceptibility to creating
and trapping air pollution. Compared to other EJ communities in the nation, the EJ communities in the
Valley are at a greater disadvantage, due to the presence of multiple socioeconomic factors such as low
education levels, linguistic isolation, high rates of unemployment. The main concerns being that
individuals in these communities lack the resources and tools, often times finding themselves unable to
combat high pollution levels, which are accompanied by the severe health effects

All of the San Joaquin Valley’s eight counties fall within the top 30% of Disadvantaged counties,
according to the California Environmental Protection Agency’s January 2017 CalEnviroScreen 3.0 map,
which is a screening methodology developed to identify California communities affected by various
pollution sources. Based on the latest CalEnviroScreen 3.0 model, 20 of the 30 most disadvantaged
communities in California are in the San Joaquin Valley. The Valley is scored at the highest end of both
numerous pollution based burden categories, as well as socioeconomic vulnerability screenings. The
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Valley’s overall poverty rate sits at 22 percent, with 47 percent of those being minorities. Fresno and
Tulare Counties, as individual counties, have the highest rates of poverty in the state at 24 percent and 23
percent, while the average statewide is 14 percent. Development and implementation of this program in
the San Joaquin Valley will reduce diesel emissions associated with the agricultural industry and improve
the quality of life within rural farming communities.

Given the Valley’s unique challenges with respect to topography, meteorology, pass-through traffic, and
pollution transport from other regions, the ever-tightening federal air-quality mandates demand further
reductions in emissions. The enclosed air basin of the region results in very poor dispersion and exposure
to PM, s and ozone well above the current federal health standards. Annual exposure above the federal
PM: s alone has been estimated by ARB to result in 1,000 excess deaths in the San Joaquin Valley.
According to the 2003 California Health Interview Survey conducted by the University of California, Los
Angeles, when compared to the California state average, there is a higher incidence of asthma among
children under 18 in six of the eight counties in the San Joaquin Valley and in seven of the eight counties
there is a higher rate of asthma attacks among children.

Exposure to PM> 5 leads to a wide range of health risks such as cancer, lung irritation and aggravation of
asthma, blood toxicity and developmental disorders. Children are at a greater risk to the effects of diesel
pollution. According to ARB, children who are exposed to higher ambient levels of ozone and PM, s are
more likely to be seen at emergency rooms for acute asthma symptoms. In a report by the Fresno
Asthmatic Children’s Environment Study (FACES), research found that children with the most exposure
to PM, carbon monoxide, and nitrogen dioxide suffered up to an 8 percent reduction in their lung function
compared to those with low exposure.

The off-road tractor replacement program will result in a decrease in the amount of diesel emissions from
tractors used in the day-to-day operation of farms in the San Joaquin Valley and will provide a significant
health benefit to residents in nearby communities, as well as farm workers working with or near such
tractors.

B. Community Engagement and Partnerships

To better reach residents in the environmental justice communities described above, the District will
utilize farm bureaus and associations such as the California Cotton Ginners & Growers Association, the
Nisei Farmers League and the Milk Producers Council in order to conduct outreach to the participant.

The District has implemented a more aggressive strategy to engage local communities in its air quality
emission reduction efforts. This strategy includes but is not limited to the following: contracting
community based organizations on its behalf, engaging valley businesses to find potentials applicants for
community clean air projects, utilizing both the District’s environmental justice advisory group and the
Citizen Advisory Committee, public education and outreach, providing an online portal to offer
suggestions, public workshops, and providing new funding for disadvantaged communities. This
commitment to receiving feedback from the local communities will allow the District to implement new
strategies, activities, and approaches that are most beneficial to the region.

Additionally, through the implementation of the Carl Moyer Program, the District has developed a strong
working relationship with many of the tractor dealers, dismantlers, and farmers in the Valley. Multiple
times a year District staff attends workshops and informational meetings that are held by both the
agricultural industry, such as the World Ag Expo in Tulare, CA, as well as District held events, in an
effort to provide the agricultural community numerous opportunities to meet and speak with District staff.
The District will utilize this relationship with the industry to continue to connect with farm owners and
vendors through public meetings and workshops to best determine the needs of the community.
Additionally, to better assist the residents of EJ communities, a Language Line Services which provides
confidential translation services via conference calling for over 150 different languages is provided to
members of the community that contact the District.
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In addition to the partners that will directly assist in implementation of the program, the District has also
utilized both the CAC and EJAG to discuss the issues of diesel pollution from agricultural off-road
tractors and to receive feedback on ways to make the District’s grant program more efficient and effective
in reducing these pollutants. The CAC was created in 1991, for the purpose of receiving public comments
related to the actions and decisions of the District. The EJAG was formed in 2007, to provide advice and
guidance to the District with respect to the implementation of the Environmental Justice Strategy. This
approach identifies and addresses gaps in existing programs, policies, and activities that may impede the
achievement of environmental justice.

Continuing with the District’s commitment for community involvement, this proposed program for
replacing tractors was first presented at the May 1, 2018 CAC meeting, upon which it received unanimous
support to apply for these funds whenever they available. The District plans on continuing to utilize these
community partners, to ensure that the program achieves the greatest emission benefits to the affected
communities.

Section 3 — Environmental Results —Outcomes, Outputs, and Performance Measures

A. Expected Project Outputs and Outcomes

® QOutputs — To successfully implement a program to reduce health risks associated with
diesel emissions in communities that are identified as EJ areas. To submit quarterly and
final report to EPA documenting progress and results.

® QOutcome — Reduce 133.24 tons of pollutants per year, as calculated by the Diesel Emission
Quantifier, and have 210 agricultural tractors reduce their emission footprint.

® Performance Measures — Track and report on the number of tractors replaced and
associated emissions reduction through District database and annual usage reports.

The expected output from this project is the successful implementation of a program to reduce the health
risks associated with diesel emissions from agricultural off-road tractors in communities that have been
identified as EJ communities. The reduction in health risks will lead to an improved quality of life for
these communities and help the District meet its federal air quality attainment requirements. The
intermediate outcome is expected to reduce the emission footprint of 210 tractors and reduce the
following amounts of pollutants during the project life of the tractors for the following pollutants, as
calculated by the DEQ.

B. Expected Emission Reductions

The assumptions used to calculate the expected emission reductions were obtained from averages of
actual tractor projects that the District has previously funded over the last year and statistically represent
the typical usage of tractors that will be funded with this program. The assumptions used for the
calculation is that the participant will replace a Tier 1, 1997 tractor with a rated horsepower of 143
operating an average of 858 hours annually and will maximize the project funding by upgrading to the
cleanest available replacement tractor. The useful life of a tractor in the Valley is typically much longer
than in other parts of the country due to the Valley’s climate. The San Joaquin Valley’s inventory of
tractors is 20 or more years old which are much higher than in other parts of the country. Many farms
located in the San Joaquin Valley are operating these old tractors daily without any rules or regulations to
limit them. Therefore, the District will contract each tractor with a 10 year project life. The table below
represents the DEQ’s calculated annual reductions and life reductions.
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NOx (tons) PM (tons) HC (tons) | CO (tons) (ﬁ)?lf)
Annual Reductions 91.013 11.312 4.311 26.604 0.00
10-Year Lifetime Reductions 910.132 113.116 43.11 266.039 0.00
Capital Cost Effectiveness ($/ton) $32,962 $265,214 $695,888 $112,765 $0.00
Total Cost Effectiveness ($/ton) $33,512 $269,634 $707,487 $114,645 $0.00

The expected end outcome is to reduce the amount of pollutants emitted by agricultural off-road tractors
and increase the overall health of the residents of communities in close proximity to agricultural
operations. By replacing 210 tractors, it is estimated that the reduction in pollutants will directly result in
a reduction of negative health impacts associated with diesel exhaust. According to the Diesel Emission
Quantifier, the impact to the health of the residents from this project will result in an annual benefit of
$5,000,000 associated with premature mortality, non-fatal heart attacks; asthma related emergency room
visits for children under 18, hospitalizations, and other effects. In addition, this project will aid in
educating the agricultural industry about the benefits of newer, cleaner tractors.

The District has demonstrated its ability to reduce off-road emissions through the highly successful
Tractor Replacement Program. During the 19/20 fiscal year, 1,625 old, high-polluting Tier O, Tier 1 and
Tier 2 diesel agricultural tractors were replaced for a total of over $96 million in incentive dollars, which
resulted in over 12,000 tons of emissions being reduced over the lifetime of the projects. To date, the
District has contracted more than 8,600 tractors for over $458 million. Due to the popularity of the
existing Tractor Replacement Program, the District has committed $165 million in the 20/21 fiscal year
budget for tractor replacements. It is anticipated that this commitment will continue on for future fiscal
years as funding allows. Overall, this project, in conjunction with the District’s Tractor Replacement
Program, will help make progress toward attainment of the San Joaquin Valley through reducing off-road
emissions under the mobile sources emission category.

C. Performance Measures and Performance Plan

The District will utilize its existing grant management database, financial database and annual usage
report process for tracking, measuring and reporting the program’s progress towards achieving the
abovementioned outcomes. These databases allow for the District to run regular reports on all
information such as, but not limited to, fleet description, sub-awards granted, sub-awards paid, sub-
grantee contracts, and emissions reduction. These reports will help to ensure that the actual outcomes are
realized and properly reported to EPA. Participant will be contracted for a specific number of hours of
operation to ensure the reported reductions are met. To ensure the projected reductions have been
achieved, emissions will be tracked by reports that are submitted annually for ten years by the participant
after the new tractor is put into service. Annual reports will request the participant report on the annual
hours used, fuel consumed, and ownership of the tractor. The District will generate the annual report
forms automatically from its comprehensive database and mail them at the appropriate times.

The District will report quarterly to the EPA regarding the progress of the program. The first two quarters
reported will document the progress of the document development and the RFP release. The third and
subsequent quarter progress report will detail the number of tractors replaced and the estimated emission
reductions that will occur. Expenditure of the grant, as well as reimbursement from EPA will also be
reported with each quarterly report. The final report will contain a narrative on the achievements and
lessons learned from the program.

D. Timeline and Milestones

Overall, the program will begin upon EPA approval of the District’s “2021 Targeted Air Shed Off-Road
Agricultural Tractor Replacement Program”, and continue up to 5 years from the opening date for the
proposed project period, as detailed in the table below:
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Date Activity

June 2021 Submit bid

September 2021 Accept award

November 2021 Opening of the proposed project period

4 years Contract projects, process participant reimbursement requests, annual
usage report tracking, and EPA quarterly reporting

Last 6 months Final reporting to EPA

Section 4 — Programmatic Capability and Past Performance
A. Management, Completion, and Reporting Requirements

The District has worked with EPA on multiple EPA-funded assistance agreements within the last three
years. The following table lists five such agreements that are similar in size, scope and relevance to the
proposed application. Each agreement project is in progress or has been successfully implemented. The
completed projects’ milestones have been accomplished in accordance with the agreements. In all cases,
the District has met all reporting requirements to date and on time, as specified in the applicable
agreements, including all Quarterly Performance Reports documenting accomplishments consistent with
outputs and outcomes designated in the program work plan.

EPA-Funded Assistance Agreements

Assistance Agreement

Funding
Amount

Project Description/Progress/Status

Targeted Air Shed — Tractor
Replacement

EM-99T71301-0 - CFDA # 66.202
Awarded: 05/01/2018

Project Period: 05/01/2018-04/30/2023

$3,184,875.00

Description: Replace 237 ag tractors with new T4
tractors

Progress: Currently obligating funds and paying
reimbursement requests for new tractors purchased
Ongoing project. Reporting is current & provided to
EPA.

Targeted Air Shed — Wood Burning
Appliance Change-Out
EM-99T54901-0 - CFDA #66.202
Awarded: 04/04/2017

Description: Change-out of open hearth fireplaces, old
wood burning appliances, and old pellet burning
appliances

Progress: Currently all funds have been obligated and

Project Period: 03/01/2017 — $2,477,250.00 the final report is being drafted.

02/28/2022 Ongoing project. Reporting is current & provided to
EPA.

Targeted Air Shed — Heavy-Duty Truck Description: Replacement of Class 5 - 8 on-road

Replacement trucks

EM-99T55001-0 - CFDA # 66.202 $2.477.250.00 Progress: Currently obligating funds and paying

Awarded: 04/04/2017
Project Period: 03/01/2017 —
02/28/2022

reimbursement requests for new trucks purchased
Ongoing project. Reporting is current & provided to
EPA.

B. History of Meeting Reporting Requirements

The EPA Assistance Agreements listed in the table above are but a few of the grants that the District has
successfully developed, implemented, and administered through a combination of state, local, and federal
funding agencies. The District operates one of the largest and most well respected voluntary Incentive
programs in California. Through strong advocacy at the state and federal levels, the District has
appropriated over $519 million in incentive funding in the 2021-2022 District Recommended Budget. In
its twenty year history of the grants program, the District has awarded over $1.62 billion dollars in grants
along with an additional $1.88 billion contributed by participants in the form of cost-share, reduced over
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189,000 tons of emissions (NOx, PM, and VOC), and has a historical lifetime cost-effectiveness of
approximately $8,580 per ton of pollutant reduced. During this time, the District has required and
enforced contract usage to ensure that predicted reductions were achieved.

The District has reported on time to the State of California annually for state funding sources and both
quarterly and annually for federal funding sources. At the close of all state and federal grants, final
reports have been submitted in a prompt manner by the agreement deadlines.

The District grants program have underwent numerous audits over the history of the grant programs.
Three separate audits with the California Bureau of State Audits, Department of Finance, and the
California Air Resources Board concurred that the District had a robust incentive program that was one of
the best in the state. Additionally, several of the District operating protocols were included as best
management practices in the 2017 State of California Carl Moyer Guidelines.

In addition, the Sierra Nevada Air Quality Group (an environmental consulting firm) conducted an
independent review and assessment of the District’s budget and spending. Their findings showed that the
District has exercised great stewardship of public funds. When compared to four other California air
districts, the Sierra Nevada Air Quality Group found that the District has one of the most cost-effective air
pollution control programs for stationary sources, one of the most efficient facility inspection programs,
one of the lowest administrative overhead rates and one of the most effective public education and
outreach programs despite spending less per capita.

The District received the audit results of its most recent fiscal year, which earned the best audit score
possible and maintained its status as a “low-risk auditee” due to the cited strong internal controls and
compliance with federal rules and regulations. The audit conducted by an independent firm, Brown
Armstrong Accountancy Corporation, included a review of federally funded grant programs as required
by the Single Audit Act.

The District currently has 49 staff members dedicated to the development, implementation, and ongoing
administration of the District grants program. With an unprecedented increase in public funding for
emission reduction projects the staff maintains a high degree of public accountability to ensure effective,
efficient, and judicious expenditure of public funds. The District devotes significant resources to ensure
that emission reductions are real, permanent, surplus, and quantifiable. For each grant and funding source,
District staff tracks the funds, interest, and expenditures for all projects with standard accounting software
such as Microsoft Navigator. For each project the District tracks all significant dates, vital project unit
information, and reductions in a comprehensive database that generates and tracks annual reports to
ensure that each project is achieving the reductions predicted

In addition to the grant program staff, success of the grant programs relies on other staff capabilities
including finance, information and technology, outreach and communication, strategies and planning, and
compliance. All District staff work closely in implementing, inspecting, monitoring, and tracking
equipment and projects funded with District grants.

The District has a long history of successfully collaborating with the ARB, EPA, stakeholders, and San
Joaquin Valley residents to develop and implement incentive programs that range from residential wood
burning to on-road and off-road mobile equipment in order to reduce emissions in the San Joaquin Valley.

The District operates one of the largest and most well-respected voluntary incentive programs in the state.
Since the District’s inception in 1992, considerable funding has been expended in support of clean-air
projects in the San Joaquin Valley. These projects have achieved significant emissions reductions with
corresponding air quality and health benefits. The District typically requires match funding of 30% to
70% from grant participants. To date, the District has awarded over $1.62 billion dollars in grants with an
additional contribution of $1.88 billion in cost-share from participants for a total funding investment of
over $3.5 billion. Some of the key incentive programs currently available to San Joaquin Valley
residents, public agencies, and business owners through the District include:
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The Carl Moyer Program — The Carl Moyer Program has been an on-going and reliable source of
funding since 1999 to reduce the impacts of diesel emissions in the San Joaquin Valley. Through this
program, the District has focused a considerable amount of funds on stationary agricultural engines as
well as heavy-duty off-road equipment. To date, the District has funded over $1.2 billion in projects and
reduced over 173,000 tons of emissions with a cost effectiveness of $7,290 per ton through the Carl
Moyer Program. Because of this success, the District has been approached by several neighboring air
districts to either assist with the administration of their Carl Moyer Program funds or to allocate a portion
of their unused funding allotment to the District as an alternative to sending those funds back to ARB.
Over the past five years the District has successfully partnered with the Mojave Desert Air Quality
Management District, the Antelope Valley Air Quality Management District, the Tuolumne County Air
Pollution Control District, and the Great Basin Air Pollution Control District.

Proposition 1B Goods Movement Emission Reduction Program - The single largest source of funding
for the District’s incentive programs is the Proposition 1B program, which uses bond funds for a variety
of state transportation priorities. The District aggressively pursued its share of Proposition 1B funding,
and the Valley will receive approximately $250 million over the life of the program. The Prop 1B
Program is for equipment engaged in goods movement to replace, repower and retrofit on-road heavy-
duty diesel trucks, replace locomotives, replace diesel TRUs with electric TRUs and install electric TRU
infrastructure. During the first 8 months of 2020-21, the district executed over $4.8 million for 3
locomotives. At this time, a majority of the funds have been encumbered and the remaining work includes
managing executed contracts and paying out claims for purchased vehicles.

School Bus Program - Since 2008, the District has implemented multiple school bus programs for San
Joaquin Valley school districts as well as numerous other school districts in the state. In 2010, ARB
requested the Districts assistance with implementing the Lower Emission School Bus Program to replace
and retrofit buses for 18 other air districts in the state. The District was successful in expending all funds
for this program. In 2011, ARB, in conjunction with the California Air Pollution Control Officers
Association (CAPCOA), requested the District’s assistance in administering the statewide School Bus
Retrofit Program on their behalf. This request was made in recognition of the District’s capable and
efficient administration of various grant programs. The District has also implemented its own
compressed natural gas tank replacement program for school buses as well as replacement and retrofit
programs with locally generated funds. To date, the District has obligated over $120 million in funding to
retrofit or replace 2,880 school buses throughout the state.

Burn Cleaner Program — This program was developed and implemented by the District to assists
residents in replacing residential wood burning devices. Through the use of locally-generated funding,
the District committed to allocating $7,500,000, for the period of 2016 through 2020 to replace between
4,000 and 7,500 older, higher polluting residential wood burning devices in the San Joaquin Valley with
cleaner devices. During the first eight months of 2020-21, the District has issued over 3,400 vouchers for
more than $8.5 million.

To date, grant participants along with District incentives have invested a total of $3.5 billion to purchase,
replace, or retrofit thousands of pieces of equipment through all of the District’s grant programs. This
investment has resulted in a reduction of over 189,000 tons of NOx, VOC, and PM; s emissions since
1992. Historically, states and local air agencies have not been able to obtain State Implementation Plan
(SIP) credit for incentive-based emissions reduction. When given SIP credit, incentive-based emissions
reduction can be used alongside regulatory-based emissions reduction to meet federal Clean Air Act
(CAA) requirements, such as demonstrating attainment with federal air quality standards at a future date
or demonstrating that emissions reduction meets federal SIP reasonable further progress requirements.
Given the heavy investment from the public and private sectors in replacing equipment under these
voluntary incentives, establishing a general framework to receive SIP credit for these emissions reduction
was critical for ensuring the continued success of these programs. Working together with EPA, ARB, and
the USDA-NRCS, the District adopted Rule 9610 (State Implementation Credit for Emission Reductions
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Generated through Incentive Programs) on June 20, 2013. This groundbreaking, first of its kind rule,
establishes the administrative mechanism through which the District and ARB take SIP credit for
emissions reduced through incentives. EPA approved Rule 9610 on February 26, 2015, finding that
incentive-based emission reductions are fully SIP creditable.

C. Staff Expertise

District staff assigned to the development, implementation, and administration of this or any grant
program represent many years of experience in the environmental sciences and/or grant-administration
fields. In addition to an experienced management staff, the following District staff categories will
provide support in the development and administration of this program

e Air Quality Specialists, e Air Quality Inspectors, and
e Accounting Technicians & e Information Technology Programmers
Accountants, & Analysts

Beginning with the Air Quality Specialist I position, a Bachelor’s Degree from a four-year college or
university with major coursework in science, engineering; regional, urban, or environmental planning;
public administration; business; math; or a closely related field is required or equivalent work experience.
Advancement within the Specialist classification requires progressive knowledge and experience in air
quality, environmental, or related analysis, and increased supervisory responsibilities.

District staff prides themselves in excellent customer service and have made a point, over the years, to
create and maintain strong working relationships with grant participants, equipment dealers, industry
groups and state and federal agencies. These relationships have provided valuable sources for
networking, information requests, and support for the incentive programs provided by the District. The
District provides ongoing opportunities for staff to participate in state sponsored continuing education
classes in the areas of air quality management, ensuring the staff is knowledgeable in the most current
technology and emission reduction strategies.

Based on a history of operating highly successful and efficient grants programs, the District is well-
positioned to administer the proposed program and requested funds. The District has proactively
increased staff for grant programs, as well as for finance, information technology services, and
compliance to be able to handle any anticipated increased workload. The District Governing Board has
committed to adding staffing resources to the development, implementation and ongoing administration
of grant programs when necessary to accommodate increased program capacity.

Samir Sheikh is the Executive Director and Air Pollution Control Officer for the San Joaquin Valley Air
Pollution Control District. Mr. Sheikh has nearly 20 years of experience in directing, developing,
applying and administering air quality improvement programs. Mr. Sheikh was recently appointed to lead
the largest air district in the state of California with some of the toughest air quality challenges in the
nation.

Serving a region facing a variety of economic and public health challenges, Mr. Sheikh has led the
development and implementation of some of the toughest and most innovative air pollution control
strategies in the nation while working cooperatively with the regulated community to reduce
administrative costs and achieve environmental and economic balance.

Mr. Sheikh has worked with a wide range of stakeholders to form a variety of successful coalitions to
bring significant resources to the Valley for incentive-based emission reduction programs. Through these
efforts, the San Joaquin Valley now has access to over $300 million per year in local, state and federal
funds for clean air projects that expedite air quality improvement. To date, Mr. Sheikh has overseen the
expenditure of over $1 billion in public/private investment in the San Joaquin Valley’s clean air efforts
through voluntary programs. With a staff of over 300 air quality professionals, Mr. Sheikh has made
employees’ welfare and wellbeing a top priority and has instituted a number of programs to motivate and

Page 13 of 15



empower employees, while focusing on providing excellent customer service to the general public and the
regulated community.

Todd DeYoung has over 20 years of experience administering federal, state and local incentive programs
at the SJVAPCD and recently became the Director of the Strategies and Incentives department in 2019.
Mr. DeYoung has been involved in all aspects of incentive program administration, including grant
writing, program development, processing, contract negotiation, implementation, and auditing.
Additionally, Mr. DeYoung serves on several statewide incentive program related committees including
the California Air Resources Board Incentive Program Implementation Committee and recently served as
the Chair of the California Air Pollution Control Officers Association Mobile Sources and Incentives
Subcommittee. Mr. DeYoung holds a Bachelor of Science degree in environmental geography from
California State University, Fresno.

Aaron Tarango has 20 years of experience at the SJVAPCD, and has most recently become one of the
Grants & Incentives Program Managers. Throughout his time at the District, Mr. Tarango has been
involved with various other programs, including supervising the heavy-duty section of the Grants &
Incentives programs, and was the lead staff for the STVAPCD’s Notice of Violation Settlement section in
the Compliance Department.

The District has operated several grant programs with state and local funding. In its twenty year history of
the grants program, the District has awarded over $1.62 billion dollars in grants along with an additional
$1.88 billion contributed by participants in the form of cost-share, reduced over 189,000 tons of
emissions (NOx, PM, and VOC), and has a historical lifetime cost-effectiveness of approximately $8,580
per ton of pollutant reduced. During this time, the District has required and enforced contract usage to
ensure that predicted reductions were achieved The District currently has 49 staff members dedicated to
the administration of the District’s grant programs, with many years of combined experience in the
environmental or grant fields.

Section 5 — Budget
A. Budget Detail

The requested amount from EPA for personnel costs plus fringe benefits is $303,785.00 and indirect costs
of $196,215.00 for a total of $500,000.00. The equipment to be purchased consists of 210 new tractors at
approximately $142,857.15 per unit. EPA funds will cover 25% of the total cost of the tractor totaling
$7,500,000.00. The District will leverage $10,500,000.00 in local funds to make the total incentive per
tractor equal approximately 60% of the total cost. The remaining $12,000,000.00 will be paid by the
participant as a cost share in the form of cash payments or financed loans. The District’s estimated total
project cost is $30,500,000.00 of which $8,000,000.00 is being requested from EPA. There are no travel,
equipment, supply, or “other” costs budgeted.

Participants are selected through an open-bidding process. The District’s current tractor replacement
program provides incentives that equal approximately 60% of the total cost of each tractor and has found
this amount to be highly successful in encouraging farmers to participate. Each replacement tractor will
cost, on average, $142,857.15 of which $35,714.29 will be paid with federal funds, $50,000.00 will be
leveraged by the District with locally generated funds, and $57,142.86 will be paid by the participant.
The total project cost is estimated to be $30,500,000.00 of which the total cost-share will be
$12,000,000.00 (detailed below).

B. Expenditure of Awarded Funding and Reasonableness of Budget

Upon selection of the participant and verification of the tractor information, the District staff will enter
into an agreement with the participant for the project. Milestones will be created and adhered to in order
to facilitate timely distribution and expenditure of awarded grant funds. The agreement will indicate the
amount of funding the participant is to receive, the timeline for completing each phase of the project, and
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reporting requirements. In response to the COVID-19 Pandemic, many of the District’s preexisting
processes were transitioned to electronic handling of grant applications and contracts, resulting in a more
streamlined and efficient approach.

The District’s internal grant administration policies and procedures are designed to ensure the District
recovers all allowable expenditures of federal EPA grant awards while meeting applicable federal
requirements. All costs are incurred and disbursed prior to billing EPA and consistent billing
methodologies are used throughout the year. Duties related to the financial management of these awards
are segregated and grant processing involves multiple reviews. Management reviews and authorizes all
reimbursement requests.

The SJVUAPCD FY21 Air Shed Ag Tractor Replacement

District Leveraged Tractor Owner

EPA Funding Funds Cost-Share Total Project Cost
PERSONNEL Rate Hours
(1) Air Quality Assistant $ 25.77 158 |'$ 4,072.00 $ 4,072.00
(1) Staff Technician IT 38.08 | 241 9,177.00 9,177.00
(1) Air Quality Specialist IT 42.02 | 1609 67,610.00 67,610.00
(1) Senior Air Quality Specialist 46.35 654 30,313.00 30,313.00
(1) Supervising Air Quality Specialist 52.36 | 585 30,631.00 30,631.00
(1) Senior AQ Instrument Technician 42.02 63 2,647.00 2,647.00
(1) Accounting Assistant II 24.52 172 4,217.00 4217.00
(1) Accounting Technician IT 31.35 | 224 7,022.00 7,022.00
(1) Accountant IT 42.02 118 4,958.00 4,958.00
(1) Senior Accountant 46.35 215 9,965.00 9,965.00
(1) Supervising Accountant 52.36 69 3,613.00 3,613.00
(1) Air Quality Field Assistant 29.09 172 5,003.00 5,003.00
(1) Air Quality Inspector II 42.02 69 2,899.00 2,899.00
(1) Programmer/Analyst 1T 48.65 11 535.00 535.00
(1) Senior Programmer Analyst 53.65 11 591.00 591.00
TOTAL PERSONNEL $ 183,253.00 $ 183,253.00
FRINGE BENEFITS
(1) Air Quality Assistant $ 19.71 158 | $ 3,114.00 $ 3,114.00
(1) Staff Technician IT 25.53 | 241 6,153.00 6,153.00
(1) Air Quality Specialist I 27.41 | 1609 44,103.00 44,103.00
(1) Senior Air Quality Specialist 2042 | 654 19,241.00 19,241.00
(1) Supervising Air Quality Specialist 34.18 | 585 19,995.00 19,995.00
(1) Senior AQ Instrument Technician 25.53 63 1,608.00 1,608.00
(1) Accounting Assistant IT 17.50 | 172 3,010.00 3,010.00
(1) Accounting Technician IT 22.36 224 5,009.00 5,009.00
(1) Accountant IT 27.41 118 3,234.00 3,234.00
(1) Senior Accountant 20.42 | 215 6,325.00 6,325.00
(1) Supervising Accountant 34.18 69 2,358.00 2,358.00
(1) Air Quality Field Assistant 21.78 172 3,746.00 3,746.00
(1) Air Quality Inspector IT 28.08 69 1,938.00 1,938.00
(1) Programmer/Analyst 1T 30.58 11 336.00 336.00
(1) Senior Programmer Analyst 32.88 11 362.00 362.00
TOTAL FRINGE BENEFITS $ 120,532.00 $ 120,532.00
OTHER
Ag Tractors 210 @ $142,857.15 $  7,500,000.00 | $ 10,500,000.00 $ 12,000,000.00  $  30,000,000.00
TOTAL OTHER $  7,500,000.00 $ 10,500,000.00 $ 12,000,000.00 $  30,000,000.00
TOTAL DIRECT $  7,803,785.00 $ 10,500,000.00 $ 12,000,000.00 $  30,303,785.00
INDIRECT CHARGES
Overhead Rate = 64.59% of Personal +
Fringe $ 196,215.00 $ 196,215.00
TOTAL INDIRECT $ 196,215.00 $ 196,215.00
TOTAL FUNDING $  8,000,000.00 $ 10,500,000.00 $ 12,000,000.00 $  30,500,000.00
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